Short form method for individual income tax (Form 37-S):
House Bill 1399, as passed by the ND Legislature on April 26, 2001

Federal taxable income

plus or minus

Adjustments

equals

North Dakota taxable income

multiplied by

equals

minus

equals

Net ND tax liability

minus

equals

Tax due or refund

Additions—The following must be added to federal taxable income:

1

2

Lump-sum distribution from a qualified pension plan for which the federal 10-year
averaging method was used.
Loss from a pass-through entity that is subject to ND's financial institution tax.

Subtractions—The following must be subtracted from federal taxable income:
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30% of the excess of net long-term capital gain over net short-term capital loss.
Interest from U.S. obligations.

Exempt income of a Native American.

Benefits from U.S. Railroad Retirement Board.

Income from a pass-through entity that is subject to ND's financial institution tax.
Income exempted under ND's Renaissance Zone Act.

Tax tables. Tax tables will be provided so most taxpayers will not have to do any
tax calculations. Above certain income levels, tax rate schedules (upon which the
tax tables are based) must be used. Each schedule contains five income brackets
with the following raes: 2.1%, 3.92%, 4.34%, 5.04%, and 5.54%. The taxpayer's
filing status determines which table or schedule applies. 1.2.3

Income averaging for eligible farmers. An eligible farmer may calculate the tax
using a 3-year income averaging method for farm income that is similar to the
method allowed under federal income tax law.

Credits—The following may be subtracted from the tax:
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Credit for income tax paid to another state.

Family member care credit.

Renaissance fund organization investment credit.

Renaissance zone historic property credit.

Renaissance zone single-family residence credit.

Seed capital investment credit. (HB 1413—starts in 2002)

Agricultural commodity processing facility investment credit. (SB 2386)
Credit for unused federal credit for prior year minimum tax.

Income tax withheld
Estimated income tax paid

1 For married persons who file a joint federal return but are required to file a
separate North Dakota return, the tax rates for married individuals filing
jointly must be used, and the joint North Dakota tax must be prorated between
the spouses’ based on their separate North Dakota taxable incomes.

2 Nonresident tax calculation: After computing the tax in the same manner as
a resident, multiply the tax by the following ratio: North Dakota AGI /
(Federal AGI — Interest from U.S. obligations).

3 Theincome bracketswill beindexed starting in 2002.



